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'• >C 5* >2, ".K. \JLICT TO¥V'3 I -A> 


'«*AO>r/, 15 4 and Ji, I $ } 5*m2 

Thera have been certain significant developments i t * oe direct? :n 
of settlement of the Anglo-Irar ian oil dispute slice a oar-. ml of i r 
54 ) 2 , 

# »• A consortium of ill coispaalea (40;* AlaCj 40,4 America > co.ej-c.nie 

20 * Shell and Snapagnie fmnealta das Fatrolen) is being disc lesed. in 
London. 9hU consortia* met organized will open negotiation-: vitt the 
Iranian Cover one r.t to reiriri. Iranian oil to world markets anri thus :-ry~ 
,f ide Iras with substantia’ revenues from 1 ' s oil res agrees . 

2. Komhl diplomatic relations have beet restored between Ira- 

and Tt . v;. 

3. The Iranian Parliament elected under .Aassacieq. bar Ikvu dis- 
banded, while control ed elections for the Senate aid iwsjl sc :v. e h *jt 
conducted w* t~» remarkable success f ir the Iro-'sniaent's slate if cait ti— 
dates and with little disorder in the country. 

4. An eminent American oil. expert, ar. fork! Id HieWr, k*a bena 
hired by the Iranian Vrwrniaent as i special adviser for oil letter . 

, < ihei-fl Is sc®e evidence that top Iranian officials fefl %ct§ .ire? 
greater understanding of tfea complexities and realities of thi Inta- 
nat tonal oil business durtssg tne paot months of "education 1 bj -r. } «rb» 
Hoover, ur. , I .3. Atsbxseado? rendersor and an extensive or -pup & Ja i-hs** 
paign by ulA and W\1A. 

6. Although there are still great political and psyeholtf ical 
factors in Iran which era Id disrupt any oil agreement which w; ,'■» aj «ar 
reasonable to international oil oott}ja&i*s , there new exist? t*» most 
favorable atmosphere for s ich a sett leaeut for three years pact or { 
the foreseeable future. (7* < r Tt Last minute developments v? 1 l ->,« aid'd 
to this section, bringing It up to data.) 

2F 15 e, ' so 5 tii-y 

As to the question of considering unilateral action with Iran j- 
there is no oil settlement by April 1, 1454, it would seen fchti- such 
action, ever If rant! eahl« , would be out of order while tie tfirrent 
negotiations are ir- urograne and nhbuld only be considered who :t a m: 
that the negotiations hate failed. 
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ux&rwsuT ?.i raps, (fj/ta 15, y*i 9*02 

It J* recoasendad that the data of April 1, 1354- , be chr r -ad to 
Jtrne 3, 1954, la Paragraph 15 « of ' "C 5432 (Gourees of A-!ti?.n;. =' .tilt 

paragraph would then r*v*i, '•If much a Battlement huts not >*ei recoil 
by June 1, 1954, review of policy toward the proxies . „.5i ilia 1 i.g 

giving con«l<Ieratf m t > tatelag independent action wi thir. Iran-, it. t rae* 
to bring about a reamxti on of rewnuea from its oil rev j iro*-*. 

Reference In male to the * r-:e<* xtieenda fc lea for Action uy - (. ■»* <M 
March 18, 1954, aubeittel to tae (M3 by the OGB ■•orkia i t; 9'oup for I •£ 
5402. A copy of thin ie hereto attached. 

PA HAGi-i A -*?* 16, Mac 54-J2 

Since approval of i$C Imn has beer; granted r nil; 1 04 dt „ar 

additional eberger. cy economic -aid. This bring# to a total of >1 ^ ’if 
dollars the emergency aid ranted the Zahedi ooverniaent by tie 

An to the desirability of providing economic aid i: he f >f 

loans, it wap not possible, In Tier of the urgency of Iran's seed S 
March to await the elect t so of a Na.llie to consider aceepnin^ s. foi - 
eign loan. It is the law of Iran that foreign loan# isust reeel ■?« I -ill 
approval. f ?he Hajlis vhicn had b aen convened under Moesaceq had c« 
disbanded and the new hajlle had not been, convened when the teed ft r 
additional aid wae most preseing. In addition, it l# probable that It 
would be political ! y unwise to propose consideration of a f >rei *n * mau 
as the first bn^ Im»3« «.f the new 

Although it my not 'so necessary to extend further eriertesuy tcoe- 
sic aid to enable the ahedi doverrment to meet its budgetary aofift 
prior to June >>, 1954, there is at certainty that this will *ms th* 
case. Latest advice indicates that ami 1 able aid will be barely m f- 
floient until June 15. In ary avert short of a recuaptioi od :il 1 
hue# , it Is quite likely that additi jnal aid will have to be and* 
available In May or Jus# in order that the -iahedi Government *V.\ 1 : in 
a position to ®*et its budgetary rtoui remen fc» in the period i .mediately 
following: June 30. r y tanning purposes, it is probably aecrsaar 3 to 
aeeum# a requirement for auergeney eo on-on ic aid of apor ox Saute y 
million per month. ^ urthorsiore, it must be recognised t» t tai.< s* • r- 
gsney economic aid accomplishes its .<ur pose only as it cat. be tmat'rnte 
Into th* acquis! ti >a of 1 > :al currency by the Iranian Gov* rn*M. t. ms > 
tho procedures under wr.ich th# aid is stade available are » xtsremu ly 
Important , and unless the special procedure# 03 ployed in "aiiisctl 31 ’.fit 
the recent million smut ar* applied to future aid, dollar aid > 5 1 1 
have to be made available several months in advance of the data w.v 
the Government of Iran ia expected to require the rial#. 
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BlCOHHSya&TIOS 16 , riso 5 402 

It is rec->raisend«' thnt no chart ge be made. 

PAHACMrg 17. wSQ SU)?. 

»0W| fd& 1# drafting this section. Merit In will F.lso be .M :e 
to jprepMftfti* support c niri hated by ujia. 

K3ocaM8t ! aig| '. , fr. 1 i » i 17. :■■ :c 5 frQ 2 

It »« reocsuienciQi t:mt no chAr.se be soda, 

PAWA6P-A ►« 13 . I SO 5^ *02 

‘Ul 1 consul tati os hae hern maintained with the ",L. on .X. si ni- 
t leant TJ, *>. move * toward f»ett3e*e*t of the oil dispot® ai d j*ro»i«i n e 
economic and technical aid to Ira*. Although there arc certain >:m ;ns* 
ia* profrlows still under ditcueeiea between the two ^overtwente as i h* 
American and British oil companies, relations haww not b»ea 

unduly Impaired nor hat the 5 ?.ic. teen permitted, to veto any actios 
which the ha® considered ossetial to the achieves**’ t o’ the :-b J» 

tives set forth in ? ;;c !>«,?. 

Althoo^i there are --till great obstacles to overcoat, «'*i orfce to 
have the British a ud iron agree to a practical and equitable eolut.co 
of the oil problem at the earliest possible aoaer-.t bare 1 set. saris* i sy 
euccesa or the following mjor points: 

1) A 100 levitation to flee American oil oaspanies, do jni hit ;r. 

Shell, and uatspagsie Princaise dee Petrolea to form a e<ort« ertd.ua to 
handle Iranian oil. 

2 ) A I<30 aeceptanoe t-f not me.-e than- a bi# share In the c mmr'tlm 

3) British aocsotew ce of the principle that the total ;'r’ ils . 
share ( Including British interest in the Shell Company' 3 sh/Sirr nS r ni.r 
be a controlling peroeutF . * of the coat or tin*. 

0*i several occasion* since approval of SSC 54o2, the * ..... Co* ; ruse 
has received aesuranoes rf full U. '. support to the £*hed 1 <i«.v«»raa*-Rt. 
There is a oil fie of I mi l an politician* who have local r*pu«*tlv« -<f 
being British agent*, .’hey have sot concealed their acta xul^ to 
f.ahedi and their desire tc replace hi* with one of their ntml-er. t If 
of coarse, always possibj e that the Wvernraent is in splri u *•; fe <*>® 

intrigues, but it seem t fcore likely, in the coi siderei ju- linen t of . t , 
Baiba say a «.d ‘ tst* '.)« o&rti eat observers, that those Irani* s pi iitia ar.s 
are merely acting on their own initiative ir oureuaree of. thi-tr pernors 
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(tabitioni. It-, either »»«, one to< ag is certain, there !* Si-uuf- 
fieient evidence of deliberate ’VI. CteveniiiSnt !nsti ( «ati ?r > ~ -rtr - 
Zahedl intrigues upon which to bao* ar.y protest. 

cm January 23, 115**, th* Attorney General expressed %ti >?iE on 
that participation of Anerioaa oil companies In the spec If it & ord wa*f 
consortium to eon tract vith the Government of Iran wlthli ti * arm. of 
the former AIOC oonoovsloa for production, refining and wxyisitl - < s 
petroleum a \d petroleum product «, woo* 4 not In tteslf cc >et? t«te •-•<■ 
violation of the anti-trust laws. This made it unrneo ns ;vry r >r t .. 
President to use his authority to approve voluntary agreeeet t- an ir- 
^raas under Section ?>8 (a) and (b> of the Defense brodecti •; Act of 
1950, as amended, (jirffcj The above section will he brought p t* 

&e necessary prior to beiaf submitted t:< the OC«.'i 

^EC-ra««mtw»s - tjk ytg 5*02 

It is re e earner del r.c change be saade. 

mm&M. Mx - g ga- 

»nff ♦ "he Jepartanrt of Defense is draft In* this section. 

-vuaiAVS 19. 23. .tsc 9*02 

It is raeooraeniei that no efcaace be wade. 

PABAQBA.9H 21. SSC 5 V 3 

Ambassador Herders >1 has beta instructed to inform t>»* oah .nt 
the ij. s. and ’ ! .r. are l . agreeuea t that Iran's araed fortxm moult imn., 
capabilities beyond tho e of nai staining internal seeur* ty. uoh ‘’»a ■* 
should be developed ^rmdneVy and with due care not to f ver rurdes T -a t 
economy. 

As to Iran's JoiaiTg in regional defense amrangsmer ta, the i .ntt *-t 
made clear in conversations with floe President Kisor., rhbavsMor 
Henderson and military adviser* that It is premature for Irs to 

enter such arranger, asts. However, be has expressed a hi pa *0 I~ r 

armed force* develop a capability to oaks a significant contribution » 
regional defense, it will be. possible to acre in the direct in- oi ail i- • 
tary cooperation with I ■sir's nel fbbcrs. The '. 3. , ILK, uistl ftirld h 
Governments agr«* that this is net an appropriate time to .}?«-« f r b # 
dint* and, of necessity, pablle Iranian part lei pat i cm 1? re -si a»l ief - * 
as well as by 5 ndivldeal country defer.#* considerations. 

Tbrougii the provision of ttrent military aid and brainier. t|* J. 
Government is ansistin# Iran in developing military capability wfHon 
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would enable it effectively to enter into Military cooperation with it * 
neighbors ar.d to enter Into any regional defense arrange .en It jhltn m 
be developed for thn Middle Mast. 

giooswom^Ticai. 21, i-so 5^02 

It is reo saaeaded so change Ins made. 

yimoaun 22. rsc f*a-z 

25X1 


Ambassador Henderson and his Asbaasy Staff, constantly 1... •#. :aai 
with high levels of the Iranian Gevernjaent, bear in slnd tha desinbil 
ity of strengthening ia Iran the ability and desire of tie £ ran las 
people to resist carusnsist pressure. The effect of their influent- oa 
not be measured, but it is noteworthy that the Shah, *ri* e Miniate- 
Zahedi and scat leading .-aembera of the Government are fundauer tall t 
an 1 1 -c oasaan 1 s t . 


7 be Shah asd Sahudl both realise the need to demonstrate to t ;* 
Iranian p.iblic the benefit* of a pro-western attitude ace the isajjp -tan t- 
of directing nationalist feelings into cons true ti v* channels. ^ r 
obstacles to a successful program in this direction ares 

1) failure so far u. improve the extremely law level# «i iiv 
of the great balk of the population. 

2) The historical concentration of the control of political , .ad 
economic activities In a comparatively small number of lead!*.,; fast .lie* 
who have consistently, although diauni tedly, resisted the effort* >? 
politically ambitious urban middle class elements to broaden participa- 
tion la the control of these activities, 

3) political Inexperience and lack of discipline os the I ajli s 
the members of which for the most part represent the ruling ari star. ra<g , 
and tend to nup^sort individuals rather than programs or principi.ee. 

/*> The Shah* s deep r-api alone of any strong xViuo Mlnii to:* hi ; 

resistance to Majlis attempts to control the .-ixecuti ve dmnoi of tie 
Government. 


The K»A Program has contributed to implementation of thU poll oj 
by giving constructive employment to young educated Iranian* who at *t 
otherwise have been frustrated, unemployed and prey for agitators. 
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» 

■- I. 


mmmmm , aataua «>■ m aag 

It is rwecnsasnAod that no chatige be :.«tde . 

VUG &)2 

0 e, 2oi n L Ghi ^’ of ,^ f 1714/55) ap 

i_ r^t,! 07 * 54 * * h pl ' Ul ***** iBta —ocnat possible ail Harr artioa 

‘ft S * ® upport 02 a aw-CoH«unlet OonnMat in the event uivas*- 
?!L «!!"?*** aCb1 * 1 of power in ore >« ;.,«•« „f 

rhi ® plHJV ^ ovld *« for t bob i»iy 
liaison vlth the aited Anatom prior to Its snout ion. 



25X1 


^S&gS&2E AL^Ajjscjfeog 

a_„ pl f n " for • actio * *• tfcs sontisoa»«r foresees ia 

ra ^*^25 ere being studio* la the Depart*** t of Mate, it .m« 3 « iii 

fct Uli * tl “* t0 di » cu « ***** plena vita oumx 
friendly delegations at tt» U.K. or with the Secretary dear ml of . 

„ nn 2 ! *• * situation dollops in which it it considered durable to 
J2J5? ! f a * U ‘ 3a * 021 pl^for possible TJ.S. action. w e w»«- 

Soreranent. Since both turkey and Pakistae wow id undoubtodiy ;* ooa .*n«< 
a ^T a ;^ influence U Iran, it *lj*t ec.so ho 

J ** the situate deteriorates. to consult with Tartar and 
Pekistaa in regard to concerted plans for U.S. action in tie e « tunxv 
foreseen in i^teratraph 25 . ^ * 

3. As affairs «T:>w progression^ serious in Iran, and thi n- s# 

Id l? ^ h °V* nc f * aa ,. 1 ******** 1 ewbversion , it sight be deuirtbie t* 

V™ Jf * 111 * 11 JoT " rB,<et; %0 prepare and subait a short "Status ,«pen 

the heading of the "Iranian Mesti n* which has renal ned , U> oo i >*6 fIi 
the list of mtters with which toe Security is s*ls*»d, uefl , 

report, while It need not daU fit debate or action, could cert* as * 
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**“ *■»'* th * ***«‘i» «** ,.<* 

Mat to tiw^wLtah'. IT* i d b * “ **"“» th* Irani** I 

htt. h, tST* , *"r> *» Iran '* north.-* fro, 

established as a j* r t „/ UnitwVI at a» 

*» It. nMlaUuVtoWn “*“£7 Tt^L 

exists iat«rn*tloaal baneian^the* " i !?* tloC ia ^ ftWNfe wi *^ ** 

TOC can fa* "utm.**^i U» ra*i.M^ wtrih^ » 

^ -tof. 1» .ho,, urrttorr o£2r^u» !“!’,*?• ““T” 1 o! «• 
tSj* Security Oouasil b* S, b ® eew*«e'ed, eUis 

t.. (Lltt!^™; - JT «*• WfU , 

observers w«ld report t » th« *- n t 7 1 **?:* 1 * ot la ••»»! jo. 

Sabeoasiaslea fch nrsmf, Ivi any woreeniM*!?^!?” - r * 

aould be broa^ht qui a±. l« r, 0 *?he «** a 5f* ° th * fcdernari 

CaunoU or tUTcsaSrS JnsenbS T> fche ! »■*« TU 

It could. Of course be «^a*ntT«ti ****** f ° TO ° f * uci * :,h * WIir «J’ rep:>j 
for pombl. duty U ^ ^ ^ *■•*""* 

Govern aent. (it i* worthy *r no J # fc i th “ 

actloa ia the f*oe of the Joasrunist < n ~ E . !!* F * 3 *« iri V . 

tft 1950 wa«t taken os t » .. sion v “° *{e?ubife of Ks 

»»* «. Ply *r^r^, r^*" 0 , 1 r- ,! - '’ b, "”’ r «*»» 

State#.) * by the tepabHe of Korea or by th* rjfe 


■ *ar 
t4#r 


■» i» e* — 
»• 

*IM5 

5 .if 

Ml 

tut* 

* 

.‘ • ai : 
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«r 
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Ui.SH 

- ran , 

• S’Ut. 

"*a 

i £q&i 

..4 


u« » th. Irani*. , It «. 

threat ened, that the authority the i«»<*t y nf ^ r *“ " , ® r * Nlng 

b#in « uaAe rained in « 0 «e jjtirt* of the eoLtilTh" Imnla * f; o-o -«s«at was 
meveaeut, or that the le^tleate Iraniar aJZ ** •*t«- -rtei 

by ille*al aeaae. luoh T l „ bad been 

Security Couaoil or t.be Oeaerat ».!« f re seated to the ’ .”. 

into special eeeeion if neeaeeary) a* a^di^* '***'” s !rfe ' ^ * - m 

to the Ihdependeno* of u ^ edUs# thre *^ »«« 

of the Middle Sast. nation and th the pen je n.a «*, Ir ii 

•Itual^TStlS'S Jhe'tte 0 ^: SS" f ^t*’ -*« «« 

of the remedial or counter itctioa tc be etlLht* 0 J* tn,a ® r e 

ei^bt he considered arej (a) a u S «n A “^ a<s feb * »»«*-» res -hi 3 

•cease and u , u lili *! ! of T* Mi ^ ^ 

of Iran; (h) a fr.r. “cLd«t?S- 0?^?^°* th< * : 

vi olat in^j the Charter or of an act Jf a~«^n / ** « Ult ^ f 

to if.S. Menhera ts render aneilta^ffT^ 1 “ p3 ** t¥N? •** 

Oovernaent of Iran a» they sd^t be 1. ? f,? Up?ort to tia 

*i«ht be in a position to provide. (r ?noh 
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absolution woull ire \ Id® the »ta«p of :<.X. apisroral for vari a s tj * 
i Jl* r *?* fctl whlah Itates and other llke-a lad fed sat jite* 

'vi«h to rive to Iran under soeh conditions; j or (d> a sal fej 
the application under 1.3. auspices of " collective mmm' , - u t, „ 
and scope rt.ssrde.i hs lost u.eef>il under the cl roues tames. 

Although State | □ and Defense are prepared to enter -ism self t 

*lth appropriate rapreseatatl ess eonaernSft,c each if the *!* /* j 
such & iseussioas have a »fc yet been c OBiaieueed . 

Mflag« »aftTlos 3 td(}M T >: g*, , n* $*02^ 

It is recoseendsd no aljaage be asuie. 

PAMgM^H 26 - I§£ 

Ihe Joint Chiefs x' Staff tare designated aa-l provide i ,-iU « im at 
a re proses tat 1 ve to partleipnie In politiral-alilUry-scmi wlc 4 Loom 
slons to establish a recesmeaded United States position in or«os rati 
for talks with the British Cover seen t under tho provi «lon» >f this 
paragraph. 

7^ 0W s >* the highly delicate ne^otletlons regard in* : an It mitu 
b * la ^ CBrrlod °» a t the present ti«e, ap arceuv'®® t r ». 

British re^pr-ilng 1 fairest are he in<t delayed. 

gSCOIB^Ba^ICBS PA ,AiP f j 26, KM jjgg 

It is recomaeaded no cban,TS he nade. 

PARAOBA 3 ?? 27. y.go ShQg 

25X1 


HAOR 4 TJ 2 7. B3C 5 *»Q2 
It is ree««aended no change he mde. 
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tfSIA has expanded its program to include the asslgnaeat of off .oer 
to the three consulates in Iren and step up its pregraa ir tir f id jf 
press relations, distribution of ness, library services, etc. It Li 
extreaely difficult to was "ire the full effect of this pro bra*-, but it 
Is clear that, tbrouga ' loll efforts, a algnlf ioant amount if t-aterh • ■ 
which Is considered useful to U.S. purposes in Iran is distributed i _ic 
read by the local people, 

ft&COHMaFDATI^ Z2, ISO 5hQ2 

It is recoaaended that no chan, » be mde. 

PARAQM^T 23, NSC 54Q2 

The U.S, Sabassy at teliran has been requested to report ipa la*blm - 
Govermwnt planning to carry cut or propose for new legial,-.ti:r. any 
financial, Judicial, administrative and other reform. H ce toe Ii mdi 
Governaent has been primarily oancemed with the establish art and tain- 
tenance of security throughout Iran and with preparations for uegeti s.tia r 
a settlement of the Atgls>* Iranian oil dispute, it has been unaole t{ 

&ive auch attention to ref arias. The Embassy has been instructed to 
encourage, whsneTsr possible, the preparation of an Iranis; Ourerhsa* t 
refora program to present to the Majlis when it eonvsnes. There art 
available from the reports of previous advisory mission* to Iran and 
froa tax, land ref ora and siasilar experts now in the enploy of , \ «a , Ian* 
and program which could be used, by the Iranian Government as a basis 
for preparation of necessary legisletion. 

The Shah has not designated a successor. Probably the as in ras® 
can be found in his suspicion of any such successor. Ambassador ife# ter® 
has besn instructed to presn upon ths Shah, whenever a* appropriate 
occasion appears, the desirability ef designating a suoceesar. To d*ta. 
however, there is no indication that the Shah will do so. (mt r M: 9 A 

is drafting an addition to this section. 

immm mL zmmm m sm 

It is reooamended that no change bs mads. 
lAMaaAPR 24. 5b02 
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